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Mr. Green, from the Committee on Foreign Relations, submitted the 
following 


7 
REPOR!’ 
{To accompany Executive H, Fighty-fifth Congress, first session] 
The Committee on Foreign Relations, to whom was referred the 


agreement between the United States and the Republic of Austria 
regarding certain bonds of Austrian issue denominated in dollars, 


signed at Washington on November 21, 1956, together with a related 
protocol of the same date (Ex. H, 85th Cong., 1st sess.), reports the 
agreement and the protocol to the Senate and recommends that its 
advice and consent to ratification be given at an early date. 


PURPOSE AND BACKGROUND OF THE AGREEMENT 


It is the purpose of the present agreement and protocol to create a 
procedure under which the holders of certain dollar bonds issued prior 
to World War IT by the Republic of Austria and by various munici- 
palities, provinces and companies in Austria, may establish the validity 
of their bonds. Pending a solution of the problem dealt with in this 
agreement, no payments are being made by the issuers of the bonds on 
any of them. At the present time a substantial number of these 
securities, which were looted by Soviet forces after the occupation of 
Ger pany and Austria, are owned by residents of the United States. 

The factual background of the problem dealt with in this agreement 
is similar to that which resulted in the tre aty with the Federal Republic 
of Germany on the same subject. The latter agreement, which was 
approved by the Senate on July 13, 1953 (4 United States Treaties and 
Other International Agreements, 797, 885), provided a mechanism 
whereby owners of German bonds, who wished to benefit by the terms 
of the German external debt settlement, were required to validate 
their securities before a tribunal set up in New York City for that 
purpose. A similar validation procedure is provided for in the present 
agreement with Austria. 
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At the close of the Second World War, large quantities of Austrian 
dollar bonds were on deposit in the vaults of banks in Berlin and 
Vienna, having been acquired by the issuing authority for eventual 
retirement. Many of these bonds, which were looted by the Soviet 
military forces, are believed to have found their way into the hands of 
individuals who might seek either to negotiate them or to claim pay- 
ment from the issuers. This situation developed because the bonds, 
for which the trustees or paying agents are United States financial 
concerns, could not be transmitted to the United States for cancella- 
tion as required by the terms of the bond indentures. In consequence, 
since all these bonds appear on their face to be valid securities, the 
possibility arose that the issuing authority might be called upon to 
make a double payment on the bonds. 

To protect itself against this contingency, the Austrian Government 
published lists of the numbers of the looted bonds, and declared them 
to be invalid in accordance with the provisions of Austrian Law No. 22 
of December 15, 1953. The pending agreement permits bondholders 
who believe their securities to have been erroneously included in the 
lists published by Austria, to present their claims within a reasonable 
period of time to an American-Austrian tribunal sitting in New York 
City. Should the tribunal find against the bondholder, the latter is 
then entitled, under article VIII of the agreement, to have the ques- 
tion examined by a United States district court. In the event of a 
decision by that court favorable to the bondholder, valid bonds will 
be given to him in exchange for those listed erroneously. 


SUMMARY OF PROVISIONS 


Under article I, the Austrian and American Governments jointly 
establish a validation tribunal, composed of 1 member appointed by 
each Government, and a Chairman, who is to be appointed by agree- 
ment between the 2 Governments and who must be a citizen of the 
United States. Applicants who claim that their bonds were im- 
properly declared to be invalid may, pursuant to article II, submit 
the bonds for a determination of their rights within 18 months from 
the date that notice is published by the Austrian Government of the 
procedure made available by the present agreement (art. X11). 
This notice must be published in at least 15 newspapers or financial 
journals in the United States and in 5 additional journals in Europe. 
The selection of such newspapers is made subject to the approval of 
the United States Government. 

A bond’s validity may be established in 1 of 2 ways under article 
If. The bondholder must prove that (a) the bond was located out- 
side of German and Austrian borders on January 1, 1945; or that (6) 
the bond was acquired by the holder either prior to January 1, 1945, 
or in a chain of lawful acquisitions traced back to the owner of such 
bond on January 1, 1945. In the latter case the bond must not have 
been acquired by or on behalf of the issuer or by an agency of the 
German Government, unless such bond was reintroduced into circu- 
lation prior to May 8, 1945, by the issuer, or by an agency of the 
German Government, or on their behalf. 

Articles III, [V, V, and VI are concerned with procedure before the 
tribunal. Its decisions and findings are to be by joint action of the 
two national members, the Chairman participating only in case of 
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their disagreement (art. III). The tribunal will sit in New York City, 
unless exceptional circumstances require sessions to be held elsewhere 
(art. IV). Article V authorizes the tribunal to adopt appropriate 
procedures for the determination of cases. Article VI sets forth, in 
general terms, the procedures to be followed for the protection of 
parties in interest, and the principles governing admissibility of 
evidence. 

An Austrian validation decree, under article VII, must be regarded 
as controlling by the tribunal, in the absence of other evidence; but, 
if other evidence is present, the decree is entitled only to such weight 
as the circumstances indicate. The bondholder is given a right of 
recourse to a United States district court (art. VIII), which must be 
exercised within 4 months from the date that notice of the tribunal’s 
determination has been mailed to the claimant. 

Bondholders who claim their bonds were improperly declared invalid 
must submit them to the tribunal within 18 months after initial pub- 
lication of the notices referred to above. Rights of enforcement in 
the bonds listed as invalid become barred 18 months after publication 
of this notice, or 18 months after a final decision of the tribunal or of 
the United States district court, whichever is later (art. IX). 

By virtue of article XI, former holders of bonds listed as invalidated, 
or their successors in interest, may apply to the Restitution Commis- 
sion at the Landesgericht in Vienna for a decree to the effect that they 
were deprived of their bonds within the meanirg of the Austrian 
restitution laws. 

The entire cost of implementing the procedures provided for in the 
present agreement will be defrayed by the Austrian Government, 
under article XIII. Reimbursement for legal and other expenses 
incurred by bondholders held to be entitled to a valid bond, in the 
amount of 10 percent of the face value of the bond, will be made by 
the Austrian Government, which also undertakes to make dollar 
exchange available to meet the expenses involved in implementing 
the procedures of the agreement. 

Article XIV contains definitions of terms. Article XV provides that 
if undue hardship is imposed upon the United States or its nationals 
by the operation of this agreement in practice, the Austrian Govern- 
ment will take action to eliminate such hardships and to improve the 
working of the program. 

Finally, article XVI contains the usual ratification clause. 

Attached to this agreement is a protocol which likewise requires 
ratification. The protocol sets forth a number of agreed points of 
interpretation bearing upon the financial responsibility assumed by 
the Federal Republic of Germany in 1953 (4 United States Treaties 
and Other International Agreements 443) for certain payments on 
Austrian dollar bonds falling due during the period of the Anschluss. 
Because of that responsibility, the concurrence of the German Gov- 
ernment to ‘the present arrangement was obtained, subject to the 
agreed interpretation in the protocol. 


COMMITTEE ACTION AND RECOMMENDATION 


On March 18, 1957, the agreement and the protocol were trans- 
mitted to the Senate and referred to the Committee on Foreign 
Relations. The committee considered them in executive session on 





4 THE AUSTRIAN BONDS AGREEMENT 


June 25, 1957, and voted without objection to report them to the 
Senate. 

A draft form of the agreement was circulated to the trustees and 
paying agents concerned, as well as to the Bondholders Protective 
Council and the Securities and Exchange Commission. Modifications 
were adopted in the instrument to conform to suggestions made by 
these groups. In the form in which it was finally negotiated, the 
agreement has the general support of the New York financial com- 
munity and of the groups mentioned above. It is designed to afford 
relief to the holders of these dollar bonds, totaling approximately 
$6.5 million, which had been in default. 

Until payment can be resumed on its valid outstanding obligations, 
Austria’s financial position in the international community will neces- 
sarily continue to be handicapped. The Austrian Bonds Agreement 
should not only permit a normalization of transactions in Austrian 
securities, but should also contribute significantly to the stabilization 
of Austrian credit. 

For these reasons, the committee urges the Senate to give its advice 
and consent to the ratification of the agreement and the protocol. 
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